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1. THE KANGAN LIQUEPIED NATURAL GAS COMPANY (KALINGAS), 

WHICH HAS ITS ORIGINS IN A 1972 LETTER OP UNDERSTANDING, 

WAS TRANSFORMED LAST WEEK PROM A CORPORATE ENTITY WITH 7 
MEMBERS (NIGC-50 PERCENT; JAPAN KALINGAS- 15 PERCENT; 

CRINAVIS SISTEMAS NAVALES Y CRIOGENICOS-10 PERCENT; 

HALED AN DITLEV-SIMONSEN 7.5 PERCENT; ENSERCH-5 PERCENT; 

NATURAL GAS PIPELINE CO. OP AMERICA-5 PERCENT; INTERNA- 
TIONAL SYSTEMS AND CONTROLS-5 PERCENT; AND, CHICAGO 
BRIDGE AND IRON-2.5 PERCENT) TO ONE WITH 3 (NIGC-82.5 
PERCENT; JAPAN KALINGAS-15 PERCENT; AND CBI-2.5 PERCENT). 

THE SECOND PARTIES WHICH DROPPED OUT ASSIGNED THEIR 
SHARES TO NIGC AND AS QUID PRO QUO THEY RECEIVED A 
QUALIFIED COMMITMENT FROM NIGC TO REIMBURSE THEM 

POR THEIR PROPORTIONATE SHARE OF THE APPROXIMATELY 
50 MILLION DOLLARS ADVANCED BY ALL THE SECOND PARTIES 
POR CONFIRMATION AND DEVELOPMENT DRILLING ON THE 
OPFSHORE PARS PILED. THE ONLY QUALIPICATION IN 
NIGC'S OBLIGATION TO REIMBURSE SECOND PARTIES IS THAT 
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SETTLEMENT WILL COME PROM PROCEEDS OP ANY ENG PLANT 
WHICH MAY BE BUILT WHICH UTILIZES GAS FROM PARS FIELD. 
REIMBURSEMENT BY NIGC WILL INCLUDE INTEREST OP 1 
PERCENT OVER CHICAGO PRIME. 

2. THE ISSUE OP WHETHER NIGC WAS LIABLE IN A LEGAL 
SENSE TO REIMBURSE SECOND PARTIES POR THE ADVANCES 
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THEY MADE FOR DRILLING WAS A MURKY ONE AND AJUDICATION 
WOULD ALMOST CERTAINLY HAVE BEEN LONG AND COMPLICATED. 
ACCORDING TO OFFICIALS OF TWO OF THE U S. SECOND 
PARTIES, THE SETTLEMENT AGREED TO WAS TOTALLY 
SATISFACTORY TO ALL. THE COMPROMISE AVOIDED LENGTHY 
LEGAL CLAIMS AND COUNTER CLAIMS, IT PROTECTS THE 
FINANCIAL INTERESTS OF THE SECOND PARTIES, IT MAINTAINS 
AND ENHANCES NIGC'S REPUTATION, AND IT ENABLED NIGC 
TO JETTISON THOSE FIRMS IN KALINGAS WHICH WERE UNABLE 
OR UNWILLING TO PROCEED WITH THE IMPLEMENTATION OF A 
LNG PROJECT ON MUTUALLY ACCEPTABLE TERMS. 

3. THE EMBASSY, BASED ON ITS DISCUSSIONS WITH 
OFFICIALS OF NIGC, KALINGAS, AND THE JAPANESE 
EMBASSY, IS CONFIDENT THAT A 400 MILLION SCF/DAY 
LNG PLANT TO SUPPLY JAPAN WILL BE BUILT; AND, WE 
PREDICT (WITH ONLY A FEW RESERVATIONS) THAT 
CONTRACTS FOR CONSTRUCTION WILL BE AWAREDED BY THE 
END OF THIS YEAR. 

4. ALTHOUGH ONE WOULD EXPECT THAT THE CRINAVIS 
PROPOSAL TO FINANCE AND BUILD A BARGE MOUNTED 
LIQUIFACTION PLANT IS DEAD (SINCE CRINAVIS IS NOW 
OUT OF KALINGAS), WE ARE INFORMED THAT NIGC DID 
NOT FORECLOSE ITS OPTIONS. APPARENTLY, CRINAVIS 

ASKED TO BE ALLOWED TO CONTINUE TO TRY TO PUT TOGETHER 
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A DEAL FOR A THIRD LNG PLANT (COUNTING "JAPAN KALINGAS" 

AND MOSS ROSENBERG/COLUMBIA GAS PROJECTS AS ONE AND TWO). 
AND NIGC REPORTEDLY NEITHER SAID NO NOR ENCOURAGED 
CRINAVIS. THE EMBASSY BELIEVES THAT THE CRINAVIS 
PROPOSAL IS SUCH A LONG SHOT THAT IT CAN BE FORGOTTEN- 
AT LEAST FOR THE NEXT YEAR OR TWO. 

SULLIVAN 
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